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SURVEY OF CURRENT BUSINESS

Beptember 1871

Manufacturers” Inventory and Sales Expectations

MANUFACTURERS are projecting
small sales increases and moderate in-
ventory sdditions for the third and
fourth quarters. The projections sug-
gest o much slower growth in sales and
larger inventory accumulation than oc-
curred in the first two quarters of 1971,
The expected additions to stocks are in
line with the sales change, so that the
stock-sales ratio would hold steady from
midyear to yearend.

Manufacturers’ overall evaluation of
inventory condition did not change be-
tween March 31 and June 30, after
showing improvement during the previ-
ous year. The net excess inventory fell
for the fifth consecutive quarter and
was guite small on June 30.

These are the results of the latest
OBE quarterly survey of Manufac-
turer’s Inventory and Sales Expecta-
tions, conducted in late July and
August, Most of the reports were com-
pleted before the President's August 15
announcement of changes in economic
policies,

Manufacturers® sales

Manufacturers expect sales to in-
crease less than 1 percent in the third
quarter and a little over 1 percent in
the fourth, Quarterly gains earlier this
year were sizable, partly reflecting
recovery from the General Motors
strike and stockpiling of steel in antiei-
pation of a strike.

Durable goods producers project littls
changas in the third quarter and a 1 per-
cent rise in the fourth; sales rose 9 per-
cent in the first quarter and almost 3%
percent in the second. Steel producers
expect third quarter sales to fall sharply
85 steel users reduce their heavy stocks.
Metal fabrieating industries foresse pains
in the third guarter.

Nondurable goods producers' sales
are expected to rise 1 percent in the
third quarter and 1% percent in the
fourth. Sales rose 3% percent and 1%
percent in the first and second quarters,
respectively, but had been sluggish
throughout most of 1970,

Inventory additions

Manufacturers expect to add $400
million to inventories in the third quar-

ter and $1.2 billion in the fourth. Inven-
tories were virtually unchanged in the
first two quarters of the year.

Durable goods producers reduced
holdings $325 million between Decem-
ber 31, 1970 and June 30, 1971. They
plan additions of $200 million in the
third guarter and %000 million in the
fourth, making second-half accumula-
tiom about equal to those in the first
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and second holves of 1970, Metol fnbri-
cators plon o substantinl cotback in the
thir<i quarter, but this i8 more than
offset by increases alsewhere.

Nondurable goods producors in-
crenzed their holdingz $400 million in
the first half of 1971. They expeot to
add another $500 million during the
secand  half, with additions shghtly
Inrger in the fourth quarter tham in the
third. Tho projected rates ol acewmu-
lation are smaller than last year's.

I'n both durable and nondurablo goods
mapufacturing, the stock-sales ratie foll
during the Arst hall of 1871 and s
expected to show little change in the
second half. Dureble goads producers’
stocks were equivalent to 2,03 months of
soles on June 30, down from 2.30 on
Tracemnber 21; nratio of 2,04 i3 projected
for both September 30 and December
31, 1971, The nondurobie retic fell from
1.41 to 1.356 months betwcen Decemn-
ber 31 end June 30, and is projected
at 1.34 months né yenrend 1971,

Inventory condition, june 30

Manufncturers holding 20 percent of
producers’ slocks judged thair Juns 30
inventorics "high" velative to sales and
unfilled ordera, 79 percent of the stocks
wers in the ‘about right" sotegory, and
1 percent were “low.” Thesa percent-
agee Aro identical to those repovted for
Morch 31, The "high”” fgure had
lallen from 24 percent at mid-1870.

The figures for duriblo goods pro-
dueers on Junc 30, 1971 waorse 23 percont
“high,” 78 percent “about right,” and
1 pareent “low.” The ovaluntion did not
change on balanco botweon the end al
last year il the middle of this yoear.
Their "high” ratie wos 28 percent on
June 80 last year, lollowing 1% yenrs of
increasing imbalance, buot it had de-
clined to 23 percent by December 31.

Nondurehle goads producers reported
14 poercent of their holdings as “high,
84 percent “nboul Fight," and 2 percent
“ew™ on June 20—little changed [rom
the Mareh 31 proportions. The fthigh
percentngs has been generally declining
since Murch 31, 1870, when it was 18
poronnt,

Inveniory imbalanee, Jiene 30
The nmsunt of oxeess inventory held
by procducers ross e 1989 and eacly 1970
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and hes been folling singe then. On
June 30, manufacturers had $2.0 billion
of excess inventory {olter netting ox-
cesses and deficiencies}, compared with
§2.2 billton on March 31 and $2.5
billion on June 30, 1570. The excess at

1%

June 30, 1671 was equivalent to only 2
peveent of producers’ alocls.

Durable goods producers’ excess in-
ventory has boen shrinking since mid-
1970. The not cxcess was $1.56 billion
on June 20, 1871, compared to $1.74
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billion on March 31 nmd $1.90 billion on
June 30, 1970. The net excess in June
1971 wns abont 2% percent o durable
goods producers’ inventories, down
from almost 3 percent in June 1870,

Nondurnble goods producess veported
n slight incresse in net exeess—from
%430 millien to $470 million—Dbetweaen
March 31 nnd Juna 30, 1971, The net
exeess on June 30 was 1.3 percent of
their total holdings, as compared with
1.7 percent in June 1970,

The average excess for comipanies
that judged their stocks “high' wos 11
perzent of their holdhimgs al mid-1071,
and the average deficiency {or the smal!
number of compnnies judging their
sfocks “low™ waz 23 percent.
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The Censtis Bursad has pitblighed banolansck and seagonnl Factor revisions of the deta
o mannfdeturers” shipmenta and orders beginning with Joenuary 1966, The rovieed duta
are published in Maszfacurers' SAdpmonts, Ineondories, and Ordore: F66-1571 (Remaod),
Betins M3-1.3, UB. Governmont Printlng Ofize, Washington, DO, HMO2, Priec 70
aents, Shown here ozt the reabing rovisions it aggregrtc mattifpcturing and trade sales
wnd invensocies, rogularly publishod on pags 3-35 of the SenvEey.
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